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SUBJECT:US/ROC TEXTILE NEGOTIATIONS 

REFERENCE: (A) TAIPEI 6934 
(B) STATE 276444 

1 . H.K. SHAO (REF A) PRESENTED SOMEWHAT OVER-DR AMATTCTZED 
VERSION OF POSITION US HAS TAKEN IN BI LATERAL TEXTILE 
TALKS. AT OPENING SESSION, NOVEMBER 16 (NOT AT LAST 
MINUTE, AS STATED BY SHAO), US PROPOSED REDUCTION IN 
CATEGORIES 638, 639, 645 AND 646 COVERING SHIRTS AND 
SWEATERS. (FYI: ROC IS LARGEST SUPPLIER IN THESE CATEGORIES 
WITH 30.3 PERCENT OF US IMPORTS). WHEN ROC NEGOTIATORS 
TERMED THIS UNACCEPTABLE, US DELEGATION HEAD MICHAEL SMITH 
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AT BREAKFAST MEETING WITH Y.T. WONG ON NOVEMBER 18 PROPOSED 
QUOTE NO GROWTH UNQUOTE FIVE YEAR AGREEMENT WITH RESPECT 
TO THESE SENSITIVE CATEGORIES, WITH LARGER (THAN INITIALLY 
PROPOSED) INCREASES IN OTHER CATEGORIES AS COMPENSATION. 

IN THIS CONNECTION, EMBASSY SHOULD BE AWARE THAT PRESSURES 
FROM US INDUSTRY ARE QUITE INTENSE. 
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2. AT NO TIME DID US SIDE PUT FORWARD PROPOSALS AS QUOTE 
NON-NEGOTIABLE DEMANDS UNQUOTE OR ON QUOTE TAKE-IT-OR 
LEAVE-IT UNQUOTE BASIS. DEADLINE OF FRIDAY, NOVEMBER 18 
WAS REQUESTED BY Y.T. WONG, NOT BY US WHICH HAD PROPOSED 
CONTINUATION OF TALKS UNTIL NOVEMBER 22. IT NOW APPEARS 
CERTAIN THAT DISCUSSIONS CANNOT BE COMPLETED BEFORE 
EARLY NEXT WEEK AND WONG HAS AGREED TO THIS. 

3. HONG KONG AND KOREA MODELS ARE NOT THE SAME, AND 
BOTH DIFFER FROM ROC AS WELL AS FROM EACH OTHER. HONG 
KONG AGREEMENT INCLUDES FIRST YEAR REDUCTION OF 6 PER- 
CENT IN QUOTA FOR CATEGORIES 645/646. 

4. AT MORNING SESSION NOVEMBER 18. Y.T. WONG SUBMITTED 
ROC COUNTER-OFFER OF NO GROWTH DURING FIRST TWO YEARS 
OF AGREEMENT, 1 PERCENT GROWTH THIRD YEAR, AND ANNUAL 
RATE OF 3.9 PERCENT GROWTH DURING FOURTH AND FIFTH YEARS. 

IT THUS MAY BE SEEN THAT QUOTE NORMAL BARGAINING UNQUOTE 
IS TAKING PLACE. 

5. FYI: US SIDE HAS ASKED Y.T. WONG WHAT COMPENSATION 
ELSEWHERE IN AGREEMENT ROC WOULD DEEM ACCEPTABLE IN RE- 
TURN FOR AGREEING TO (1) REDUCTION OR (2) STANDSTILL OR 

(3) STANDSTILL WITHOUT FLEXIBILITY (I.E., ELIMINATION 
OF 6 PERCENT QUOTE SWING UNQUOTE AND QUOTE CARRY FOR 
WARD UNQUOTE) IN SENSITIVE CATEGORIES. WONG UNDERTOOK 
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TO CABLE TAIPEI AND PROVIDE SMITH WITH ANSWER AT BREAK- 
FAST MEETING MONDAY. NOVEMBER 2 1 . VANCE 
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